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FARM  COSTS  STUDIES 

This  report  is  part  of  a continuing  nationwide  study  of  costs  and  returns  on 
commercial  farms  and  ranches  by  type  and  size  in  some  of  the  important 
farming  regions  of  the  United  States.  The  study  is  conducted  under  the  general 
supervision  of  Wylie  D.  Goodsell,  Farm  Production  Economics  Division, 
Economic  Research  Service.  Objectives,  methodology,  procedure,  and  terms 
are  uniform  for  all  areas  covered  in  the  study. 

The  1963  costs  and  returns  studies  have  been  conducted  on  the  following: 

Dairy  Farms,  Northeast  and  Midwest 
Corn  Belt  Farms 

Egg- Producing  Farms,  New  Jersey 

Broiler  Farms,  Maine,  Delmarva,  and  Georgia 

Cotton  Farms 

Tobacco  Farms,  Coastal  Plain,  North  Carolina 
Tobacco- Livestock  Farms,  Bluegrass  Area,  Kentucky 
Wheat  Farms,  Plains  and  Pacific  Northwest 
Western  Livestock  Ranches 

Summary  statistics  for  all  types  of  farms  in  the  study  are  presented  in  a 
report,  revised  annually.  The  latest  such  report  was  published  in  1963  and  is 
titled:  "Farm  Costs  and  Returns,  Commercial  Farms,  by  Type,  Size,  and 

Location,"  Agriculture  Information  Bulletin  No.  230,  Revised,  1963. 

Information  on  the  studies  canbe  obtained  from  Farm  Production  Economics 
Division,  Economic  Research  Service,  U.S.  Department  of  Agriculture, 
Washington,  D.C.,  20250. 


LOCATION  OF  TYPES  OF  FARMS  STUDIED 

< MAINE  1 

Ibroil  ersJ 


IJ.  S.  DEPARTMENT  OF  AGRICULTURE 


NEG.  EPS  133  -64  ( 2)  ECONOMIC  RESEARCH  SERVICE 


Figure  1 


COSTS  AND  RETURNS 
COMMERCIAL  CORN  BELT  FARMS,  1963 


by  Paul  E.  Rosenberry,  Agricultural  Economist 
Farm  Production  Economics  Division,  ERS 


Net  returns  in  1963  were  lower  than  in  1962  for  typical  hog-dairy  and 
hog-beef  fattening  farms,  and  higher  for  hog  fattening--beef  raising  and 
cash  grain  farms  (fig.  1,  table  1).  Net  farm  incomes  on  these  commercial 
Corn  Belt  farms  in  1962  and  1963  were: 


Farm  Types* 


Hog-dairy 

Hog  fattening — beef  raising 

Hog-beef  fattening 

Cash  grain 


1962 

1963 

$5,551 

$5,071 

3,838 

4,130 

10,522 

3,674 

10,065 

14,311 

The  data  presented  here  are  based  on  first,  a specific  area  as  shown  in  figure  1;  second, 
specific  farm  types;  and  third,  typical  or  modal  farms  within  each  farm  type.  The  distribu- 
tion pattern  of  farms  within  each  farm  type  also  permits  the  data  to  be  an  accurate  measure 
of  the  average  of  all  farm  sizes.  For  specific  farm  sizes  falling  significantly  above  or  below 
the  typical  size  reported,  it  is  necessary  to  adjust  the  data  accordingly. 

Major  factors  affecting  costs  and  returns  on  Corn  Belt  farms  between 
1962  and  1963  were  lower  prices  received  for  live  stock,  higher  prices  paid 
for  production  items,  and  increased  yields  on  most  farms  except  the 
hog-beef  fattening  farms. 


Hog-Dairy  Farms 

Net  farm  income  on  hog-dairy 
farms  in  1963  averaged  about  10 
percent  below  a year  earlier  (table 
1).  Operating  expenses  increased 
considerably  while  gross  farm  in- 
come was  unchanged  from  1962 
levels.  Higher  prices  paid  combined 
with  larger  quantities  of  inputs  pur- 
chased accounted  for  the  increased 
expenditures.  The  greatest  increase 
in  expenditures  was  for  feed,  power , 
machinery,  and  taxes. 

Crop  and  livestock  production  in- 
creased almost  11  percent  above 


1962  levels  on  hog-dairy  farms. 
However,  prices  received  for  these 
products  averaged  about  8 percent 
below  1962  levels.  The  hog  enter- 
prise was  affected  most  as  prices 
received  fell  from  $16.26  per  hun- 
dredweight in  1962  to  $13.37  in 
1963.  The  dairy  enterprise  fared 
more  favorably  than  hogs  as  milk 
production  climbed  to  a record 
155,000  pounds  per  farm  and  milk 
prices  remained  about  even  with 
1962. 

If  a charge  of  4.1  percent  is  used 
for  capital  invested  in  the  farm  and 
this  amount  is  subtracted  from  net 


Table  1.-  Organization,  costs,  and  returns,  specified  Corn  Belt  farms,  1962  and  1963 
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farm  income,  a return  to  operator 
and  family  labor  of  59  cents  per  hour 
is  estimated  for  1963.  In  1962,  the 
amount  was  76  cents. 

Hog  Fattening — Beef  Raising  Farms 

Net  farm  income  on  hog  fattening  - - 
beef  raising  farms  averaged  $4,130 
per  farm  in  1963,  an  increase  of 
$292  over  1962.  Gross  farm  income 
was  up  about  $1,1 60  from  a year 
earlier  and  total  expenditures  in- 
creased about  $870.  Expenditures 
for  feed,  power,  machinery,  and 
crop  inputs  increased  the  most. 
Operators  paid  record-high  prices 
in  1963  for  greater  quantities  of 
production  inputs. 

Prices  received  in  1963  were  6 
percent  lower  than  a year  earlier  as 
cattle  and  hog  prices  decreased 
$2.10  and  $1.35  per  hundredweight, 
respectively.  Soybean  prices  were 
the  exception  and  averaged  almost 
30  cents  higher  per  bushel  than  in 
1962. 

Larger  1963  incomes  on  this  farm 
type  were  primarily  due  to  increased 
production.  Hog  production  was  up 
about  12  percent,  and  total  crop 
production  was  up  almost  30  per- 
cent. Crop  yields  in  1963  were  con- 
siderably higher  than  a year  earlier ; 
growing  conditions  improved  com- 
pared with  the  drought  conditions 
that  prevailed  in  the  southern  por- 
tion of  the  Corn  Belt  in  1962. 

Assuming  a charge  of  4.1  percent 
for  the  use  of  capital  on  hog 
fattening- -beef  raising  farms,  the 
wage  rate  for  operator  and  family 
labor  would  be  43  cents  per  hour. 
This  is  about  the  same  as  in  1962. 

Hog- Beef  Fattening  Farms 

Net  farm  income  in  1963  on  hog- 
beef  fattening  farms  averaged  $3,674 


per  farm,  down  considerably  from 
$10,522  in  1962.  This  decrease  re- 
sulted from  an  8-percent  drop  in 
gros  s farm  income  and  an  1 8- per  cent 
increase  in  operating  expenses.  Main 
factor  causing  the  changes  in  income 
and  expenses  between  the  2 years 
was  the  price  spread betweenfeeder 
cattle  and  fat  cattle  (fig.  2).  Prices 
paid  for  feeder  cattle  by  these  farm 
operators  increased  from $26.45  per 
hundredweight  for  the  1962  feeding 
season  to  $29.10  for  the  1963feeding 
season.  On  the  other  hand,  prices 
received  for  fat  cattle  decreased 
from  $28.45  in  1962  to  $23.05  per 
hundredweight  in  1963.  This  repre- 
sents a gain  in  1962  of  $2.00  per 
hundredweight  between  purchase 
price  and  sale  price  compared  with 
a loss  of  $6.05  in  1963.  In  addition 
to  the  increased  costs  of  feeder 
cattle,  a combination  of  higher  prices 
paid  for  a larger  quantity  of  produc- 
tion inputs  contributed  to  the  $4,000 
increase  in  operating  expenses. 
Items  showing  the  largest  increases 
from  1962  were  feeder  cattle,  feed, 
machinery  and  power,  and  taxes. 
Gross  income  also  was  lowered  by 
the  decline  inhog  prices  from  $1  6.20 
per  hundredweight  in  1962  to  $14.95 
in  1963. 

Production  per  farm  increased 
almost  2 percent  on  these  hog-beef 
fattening  farms.  The  quantity  of  hogs 
and  cattle  sold  increased  about  8 
percent  per  farm  between  1962  and 
1963.  Crop  production  increased 
almost  5 percent  because  of  the 
increased  acreage  of  feed  grains  per 
farm,  but  crop  yields  were  slightly 
lower  in  1963. 

Returns  on  this  farm  type  did  not 
cover  a 4.1-percent  charge  for 
capital.  A deficit  of  $769  occurred 
which  allowed  no  return  to  operator 
and  family  labor. 
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Cash  Grain  Farms 

In  1963  net  farm  income  on  cash 
grain  farms  averaged  $14,311  per 
farm,  an  increase  of  $4,246  from 
1962.  Grain  sales  increased  sub- 
stantially in  1963  as  crop  yields 
averaged  more  than  3 percent  above 
year-earlier  levels.  The  trend  to 
larger  acreages  and  less  livestock 
was  very  much  in  evidence  on  cash 
grain  farms  during  1963.  Acreages 
of  corn  and  soybeans  increased 
while  acreages  of  pasture,  small 
grains,  and  hay  decreased.  Prices 
received  for  corn  and  oats  in  1963 
remained  close  to  1962  levels.  How- 
ever, prices  received  for  soybeans 
increased  from  $2.38  per  bushel 
in  1962  to  $2.65  in  1963.  Hog  and 
cattle  prices  averaged  $1.50  and 


$2.35  per  hundredweight  lower,  re- 
spectively. Participation  in  the  Feed 
Grain  Program  remained  high  with 
most  operators  diverting  the  re- 
quired number  of  acres. 

Total  operating  expenses  per  farm 
increased  from  $8,854  in  1962  to 
$10,270  per  farm  in  1963.  The  in- 
creased quantities  of  production  in- 
puts needed  for  the  larger  produc- 
tion were  important  in  increasing 
total  operating  expenses  above  1962. 

When  a charge  of  4.1  percent  for 
capital  invested  is  deducted  from 
net  farm  income  a return  in  1963  of 
$8,488  is  available  for  operator  and 
family  labor.  This  amounts  to  about 
$2.82  per  hour,  topping  the  1947 
record  high  of  $ 2 . 6 1 per  hour. 
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